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Summary

Allegation

Results of
Investigation

Employees of the University of California, San Francisco (UCSF),
illegally and improperly managed the Center for Prehospital Research
and Training (CPRT) and the Foundation for Medicine (foundation).

We conducted an investigation and substantiated the allegation.
Specifically, we found the following illegal and improper activities:

A CPRT administrator had conflicts of interest related to
the contracts between the UCSF and the Fire Department
of the City and County of San Francisco (fire department).
These conflicts of interest resulted in the unauthorized use
of university resources for the benefit of the fire
department. ~ For example, the CPRT administrator
misspent UCSF resources by providing free paramedic
training to 12 fire department employees at the UCSF’s
expense. According to the UCSF contracts with the State,
the value of this paramedic training was at least $49,000.

A CPRT administrator and other CPRT and UCSF
employees conspired to submit falsified payroll documents
for the purpose of paying at least 47 employees at a rate
higher than approved by the university. As a result of
these falsifications, the UCSF paid the employees at least
$72,579 more than they were entitled to receive between

January 1991 and March 1994.

Also, two CPRT employees certified to the City and
County of San Francisco that one of the employees
worked at the CPRT fewer than 20 hours per week. In
contrast, documents submitted to the UCSF payroll
system certified that the employee worked at the CPRT
substantially more than 20 hours per week. It is clear that
the certifications to the city, the certifications to the
UCSF, or both are false.

The UCSF charged the fire departrhent $23,600 more than
it should have under the terms of the contracts between
the UCSF and the fire department.



Contrary to university policy, the CPRT opened a secret,
unauthorized bank account. Further, the CPRT spent
most of the $62,126 deposited in the account in an
improper and imprudent manner. For example, the CPRT
improperly used the bank account to pay salary advances
to both UCSF employees and nonemployees. Also, the
~ CPRT improperly made automatic teller machine (ATM)
withdrawals of $11,817 in cash over 18 months.
Moreover, the CPRT had almost no internal controls over
the bank account to help safeguard university resources; to
promote their effective and efficient use; and to prevent
errors, irregularities, or illegal acts related to the account.
Two CPRT employees claimed that a former employee
made several unauthorized cash withdrawals using the
ATM. However, the police were unable to verify the
allegation because the CPRT failed to report the alleged
theft promptly.

The CPRT established an unauthorized petty cash fund.
The CPRT improperly used ATM cash withdrawals of
$11,817 from its secret bank account as the source of
most of the cash for the fund. Further, only $4,725
(40 percent) of the $11,875 for petty cash expenditures
was supported by receipts. Another $3,578 in
expenditures could be explained, but could not be
supported by receipts. The remaining $3,572 is either
missing or not documented.

The CPRT and the foundation illegally commingled
restricted gifts totaling $186,412 with other restricted and
unrestricted funds of the CPRT. As a result, neither the
CPRT nor the donors have any assurance that the funds
were spent in accordance with the donors’ instructions.
Finally, the CPRT imprudently spent some of its funds
deposited in the foundation.

The CPRT improperly deposited tuition fees of $11,500
into a foundation account instead of a UCSF account.

When soliciting donations, the CPRT made false and
misleading statements to donors concerning the CPRT’s
legal status. In addition, the CPRT and the foundation
improperly  deposited  donors’  checks totaling
approximately $118,000, that should have gone to the
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UCSF into the foundation’s bank account. Also, the
foundation illegally and improperly used UCSF resources
for its fund-raising activities. Further, the foundation and
the CPRT did not exercise due diligence when they
contracted with a commercial fund-raiser to solicit funds.
Consequently, they did not discover that the fund-raiser
was not operating legally in California.

e Both a CPRT administrator and another CPRT official
misused university resources for their personal use and
benefit. For example, the administrator used CPRT staff
to perform personal (non-CPRT) work, such as arranging
travel, performing bookkeeping, filing documents, and
hiring a housekeeper and child care provider. Further, the
CPRT administrator used more than $18,500 deposited in
the foundation to benefit herself and her relatives.
Another CPRT official used university resources to
perform his personal (non-UCSF) services contracts with
the fire department.

e An auditor hired by the executive of the Department of
Medicine reported numerous irregularities in the operating
of the CPRT. However, the executive did not provide the
report to responsible university managers. As a result,
university officials were severely handicapped in their
ability to correct the irregularities found by the auditor.
Finally, the CPRT’s advisory board of directors was
misled regarding the contents of the auditor’s report by
being told that the auditor found no evidence of misuse of
funds or malfeasance with the bank account.

We conclude that the UCSF grossly mismanaged the CPRT.
Specifically, a CPRT administrator did not manage the CPRT in
accordance with established laws and university policies and procedures.
In addition, the UCSF frequently changed the UCSF officials assigned
responsibility for monitoring CPRT operations. Finally, several UCSF
officials failed to correct the management problems at the CPRT after
they became aware of these problems.

- As a result, the UCSF cannot assure the State's taxpayers that the
university's funds were accounted for and spent properly. Also, the
UCSF did not safeguard its resources and failed to promote an effective
and efficient use of resources at the CPRT.



Corrective Action

The UCSF reported that it has taken action to correct some of the
problems discussed in this report including the falsification of hours
worked to pay individuals salaries higher than those officially approved.
In addition, the UCSF stated that both the outside bank account and the
petty cash fund have been closed and all funds have been transferred to
proper UCSF accounts. Further, the UCSF plans to formally recognize
the Foundation for Medicine as a university support group as of
December 31, 1994, and will assume more direct control over the
foundation’s fund-raising and accounting. Furthermore, the UCSF will
assess the need for additional corrective action, including taking possible
disciplinary action against one or more UCSF employees and addressing
the need for more formalized training of campus leadership in their
managerial responsibilities and accountability.

Finally, although the UCSF acknowledges several of the serious
problems cited in our report, the UCSF disagrees with some of our
findings and conclusions and contends that there are errors in and
omissions from our report. We believe that our report is complete and
accurate. A more complete discussion of the UCSF’s response begins
on page 71.
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Introduction

Allegation

The Reporting of
Improper
Governmental
Activities Act

The University of
California

The Center for
Prehospital
Research and
Training

We received an allegation under the Reporting of Improper
Governmental Activities Act (act) that the Center for Prehospital
Research and Training (CPRT) was improperly spending funds received
from donors and from the State. In addition, it was alleged that the
CPRT was paying for expenses out of a secret, unauthorized checking
account. Further, the complainant alleged that there were improprieties
associated with contracts between the University of California, San
Francisco (UCSF) and the Fire Department of the City and County of
San Francisco (fire department).

The act is contained in Section 8547 et seq. of the California
Government Code. It defines an improper governmental activity as an
activity by a state employee or agency, including the University of
California (university), that is performed during official duties; that
violates state or federal law or regulation; that is economically wasteful;
or that involves gross misconduct, incompetence, or inefficiency.
Activities that violate state or federal law or regulation include
malfeasance, theft of government property, fraudulent claims,
conversion or misuse of government property, and willful omission to
perform duty.

The university is a constitutionally established public trust, and the
Board of Regents has almost exclusive power to operate, control, and
administer it. The university is comprised of nine campuses throughout
the State, including the UCSF.

The CPRT was founded in 1987 at the UCSF as an activity within the
UCSF’s School of Medicine. The purposes of the CPRT are to evaluate
current and proposed methods of prehospital medicine, to encourage
citizen participation in both emergency awareness and cardiopulmonary
resuscitation (CPR) skills, and to educate emergency medical services
personnel.

To meet its goals, the CPRT conducts various programs. For example,
the CPRT contracted with the State’s Employment Training Panel
(ETP) to train paramedics. Under the terms of the contracts with the
ETP, the individuals who were to receive training were to have been
ambulance company employees who were likely to be displaced and to
become eligible for unemployment insurance benefits. Also, the CPRT
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The Foundation
for Medicine

Séope and
Methodology

contracted with the fire department to provide defibrillation training to
fire fighters. (Defibrillation is the restoration of a twitching heart
rhythm to a normal rhythm.)

Also, the CPRT provided CPR training to the public at several events.
For example, the CPRT provided CPR training at its "Save-a-Life-
Saturday" and "Save-a-Life-Sunday" events in conjunction with other
organizations, including the San Francisco Giants, the San Francisco
Zoo, radio and television stations, the American Heart Association, and
the American Red Cross. According to the CPRT’s promotional
material, the CPRT provided CPR training to thousands of people at
these events. In addition, the CPRT provnded training through its "CPR
in Our Schools" program.

The Foundation for Medicine (foundation), a nonprofit corporation
organized in 1981, solicits funds to support the research, teaching, and
patient care missions of the Department of Medicine, a unit of the
School of Medicine at the UCSF.

Although the foundation collected and disbursed funds on behalf of the
CPRT, it is not legally affiliated with the UCSF and is not an officially
recognized support group. However, the UCSF and the foundation are
interrelated. For example, an executive in the UCSF's Department of

‘Medicine is also a member of the foundation’s board of directors. The

foundation’s financial official is also an employee of the Department of
Medicine. As of December 31, 1992, the foundation had assets of
approximately $3.705 million, according to its filing with the Internal
Revenue Service (IRS).

The scope of our investigation was limited to identifying instances of
improper governmental activities by the CPRT, the Department of
Medicine, or their employees. However, during the course of our
investigation, we identified weaknesses in the UCSF’s system of internal
controls that enabled the improper governmental activities to occur. We
also reviewed improper activities of the foundation to the extent they
were related to the CPRT. To determine whether UCSF employees
acted properly, we reviewed various state laws and university policies
and procedures.

For our investigation, we examined the documentation of certain
accounting transactions at the foundation and the CPRT, including
donation receipts and disbursements for the CPRT's activities. Also, we
reviewed the foundation’s and the CPRT’s fund-raising records.
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Referrals to
Appropriate
Agencies

In addition, we examined the available records for the CPRT's account
at Wells Fargo Bank, including receipts and disbursements. If available,
we examined the supporting documentation for the receipts and
disbursements. Also, to the extent they were available, we reviewed the
records of the CPRT's petty cash fund.

Further, we reviewed the contracts and related documentation for the

- CPRT's contracts with the ETP and the fire department. We also

examined payroll records of selected UCSF employees at the UCSF and
at the City and County of San Francisco.

Finally, for our investigation, we interviewed numerous individuals,
including current and former employees of the UCSF. Also, we
interviewed officials at the City and County of San Francisco, the
Registry of Charitable Trusts at the Attorney General's Office, the State
Department of Justice, the ETP, and the IRS. We also interviewed the
foundation's auditor.

After we determined that certain UCSF employees and the foundation
had engaged in improper and illegal governmental activities, we notified
officials of the UCSF, the Registry of Charitable Trusts, the State
Department of Justice, the IRS, the Franchise Tax Board, the
San Francisco District Attorney's Office, the San Francisco City
Attorney's Office, and the fire department. We notified these offices so
that they may take appropriate actions under their legal authority.
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Chapter 1

Chapter
Summary

Prohibitions
Against Conflicts
of Interest

A CPRT Administrator Had |
Conflicts of Interest and Misspent
University Resources

A Center for Prehospital Research and Training (CPRT) administrator
had conflicts of interest related to the contracts between the University.
of California, San Francisco (UCSF), and the Fire Department of the
City and County of San Francisco (fire department). Specifically, this
individual had financial interests in the contracts because she was an
employee of both the UCSF and the fire department. Also, the
administrator had financial interests in the fire department contracts
because the contracts provided the administrator with research data.
The research data was key to the administrator's research grant
applications. = Moreover, the employee was also involved in the
development, negotiations, and execution of the contracts on behalf of
both employers.

These conflicts of interest resulted in the use of UCSF resources for the
benefit of the fire department. For example, the CPRT administrator
misspent UCSF resources by providing free paramedic training to
12 employees of the fire department. The CPRT provided the free
training without proper UCSF authorization. According to the UCSF
contracts with the State, the value of this paramedic training was at least
$49,000.

Conflict-of-interest laws are grounded on the notion that government
officials owe paramount loyalty to the public interest. Also, the
personal and financial considerations on the part of government officials
should not be allowed to enter the decision-making process.

The California Government Code, Section 1090, states that state and
county officers or employees shall not be financially interested in any
contract made by them in their official capacity. The law applies to
virtually all state and local officers and employees.

This section of the code is based on the fact that no person can, at one
time, faithfully serve two employers representing diverse or inconsistent
interests. The code section ensures absolute loyalty and undivided
allegiance to the best interests of the government entity the person
serves and removes all direct and indirect influences on interested



University and
Fire Department
Contracts

officers. It also discourages deliberate dishonesty. This section exists
to strike not only at actual impropriety, but also at appearances of
impropriety. The fact that a contract is fair and untainted by fraud is
irrelevant.

In addition to specific statutory prohibitions, common law doctrines
against conflicts of interest exist. Common law is a body of law made
by court decisions of the California Supreme Court and the California
Appellate Courts. Both the courts and the attorney general have found
conflicts of interest by public officials to violate both common law and
statutory prohibitions. For example, common law doctrine states that a
public officer is bound to exercise the powers conferred on the officer
with disinterested skill, zeal, and diligence and primarily for the benefit
of the public. Further, another judicial interpretation of common law
doctrine is ‘that public officers are obligated to discharge their
responsibilities with integrity and fidelity. According to the attorney
general, where no conflict is found in statutory prohibitions, special
situations could still constitute a conflict under the long-standing
common law doctrine.

Although dual employment is not prohibited, the Regents Standing
Order No. 103.1(b) states that portions of time due the University of
California (university) must not be devoted to private purposes and that
outside employment must not interfere with the performance of
university duties. Further, the university's Business and Finance Bulletin
No. G-29 defines the misuse of university resources as the use of
resources for nonuniversity purposes. Some examples cited in the
bulletin include conflict-of-interest situations that may result in
university losses or impaired university operations and fraud, and the
use of university facilities or property for nonuniversity business.

The fire department contracted with the UCSF from July 1989 through
June 1993. Under the contracts, the UCSF provided recertification
classes and quality assurance analysis for the fire department's
defibrillation program. Also, the UCSF provided medical training for
fire department personnel under contracts for fiscal years 1989-90
through 1992-93. The total amount of these contracts was $488,343.

The UCSF provided services to the fire department during fiscal year
1993-94 without a contract. The fire department has notified the UCSF
that it will not enter into a contract for fiscal year 1994-95. Table 1
shows the contract amounts for each contract period, except for fiscal
year 1993-94. '






































































































































































































